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Section \ - Overview 
Abbreviated descriptions of Patent Examiners position In red italics. 
A - Overview of Basic Differences 

The financial system (acronym OPERRA) taught by Schwarz-Plnes «> 
827.021 0) is unique and fundamentally different from that described in . 
patent (US 6,484,152 B1) and that implied by combining the teachings 
the Maricese article ( Ref. "U" (Can You Trust Mutual Fund Rankinas?V 
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a user (investor) selects attempting arrive at his maximum portfolio in aj^plying the 
Robinson system. Thus, in one sense, OPERA could be viewed as complementary to 
the Robinson system. [ . 

The Robinson patent and the combination of this patent and the Markeie mutual fund 
ranking methodology deal with determining the optimal portfolio of stocljcs to meet the 
investor's objective of highest return, given user-selected constraints / limitations and 
risk tolerance. The rating given a stock by the OPERRA does not deal wth the 
objectives, constraints or risk tolerance of the user (investor). 

I 

With the Robinson system of producing the maximum portfolio of securities (both 
the best stocks and the optimal weighting of each), candidate stocks are defined via the 
various characteristfes most important to the user (investor). Such characteristics may 
be ratios and financial measures such debt-to capital provided by a dat^ source such as 
Value Line. And the stocks are subjected to linear programming by Rol^nson to an-ive at 
the user's maximum portfolio. OPERRA does not use any ratios or frnaf|icial metrics from 
an outside source; all OPERRA ratios and metrics are internally generated. The 
Martcese article covers the various ranking techniques for mutual funds bnd shows thefr 
benefits and pitfalls. OPERRA does not produce or rank portfolios. ! 

OPERRA evaluates individual stocks and gives each an overall score (6r more precise a 
set of overall as of each time period of a muiti-period time interval, suchias 12 quarters 
covering the latest three years), OPERRA does not attempt to produce kn optimal 
portfolio either respect to the stocks selected or any weightings. With OPERRA, the user 
does not identify desired aspects of his portfolio; rather each holding or 'security is 
scored individually without user preferences. This OPERRA scoring is nbt based on its 
potential contribution In optimizing a portfolio given characteristics souglit by a user. 

In a deriving a score for holding or security. OPERRA uses the tenm ''portfono" in claim 2 
{in the case of scoring holdings) and the term "background portfolio' In claim 22 
(in the case of a security which may not be a holding). As used in the Schwarz-Pines 
application, these two ternis do not refer to a portfolio produced by theyloPEPRA 
process; rather '•portfolio" and "background portfolio" are a pre-selected group of stocks 
used, collectively, as the standard against which a holding of security is Measured and 
ranked In derive its (overall) score. The past financial perfomiance and strength holding 
or security is compared that of each stock in the portfolio. 

For example, the OPERRA portfblio may be firms in the S&P 500 (without respect to 
weightings) and used as a standard to rank / score individual holdings oi securities 
independent of the user's portfolio objective(s) i.e. the background portfblio is not the 
optimal portfolio produced by the OPERRA system. 

B ■ Impro per Shading on Drawingg 

As covered in an earlier conversation, Rich Schwarz and Brad Pines reduest production 
new drawings to eliminate improper shading be made at a future data. 

This request is made in light of consideration that a) such eliminations arle not needed to 
understand either the aspects of the claims to which the Patent Examlneir has raised . 
objections or rejections or the Seh\warz / PInee reesponsoa in addreMin3 ihoso otjWotionb 



2 



PAGE 2/17'RCVDAT9/2W 3:36:54 PM[EasternDa^^^^^^ 



Best Available Copy 

PSI EIC Fax:908-561-2674 Sep 25 "07 15:50 P. 03 

■ II ■ mf i ^.. ! .. j> ' .vj p ,i ^w...,:."^. ' . ' — ■' ■ ,1 ■■ I . A . . I ■ ... ■ I. t ui i |.|..i . . 11 4 ■ ->.... ■ ■ ». ■ ■ ■ ■ '^' ^^ ■ l p ^■ ■f Jwtyii^lqy^ ;^ sl^^ 



or rejections and b) the immediate and substantial time and cost that wjould be Involved 
to eliminate shaded areas on the designated drawings. [ 

i ' *■ ' 

C - Response to Items 7 in Detailed Action re claims 6. 1 1 and 38. Htime domain 
aspect** and "financial attribute aspect" 

UemZ Claims 6 (method of claim 1), 1 1 (method of daim 8). and 31 (method of claim 
28). as "tfme domdin aspect' and financial attribute aspect" not define^ 

See Schwarz-Pines application section " Filters ", p.27 through 29. j 

Each offhe OPERRA filter ratios has a time-domain aspect and a finanbial attribute 
aspect. Each filter ratio is grouped into one of three different time-domains, "Lever (filter 
ratios evaluate a ratio that exists a particular slice of time) "Flow"{filter ratios evaluate a 
cumulative change that has occurred during an interval of time) and "Cftange" (filter 
ratios evaluate how much the value of a Level-type filter ratio has changed at later 
period of time in relationship to an earlier period of time). Each Filter alio has a ffnancfal 
attribute aspect which is derives from the nature of the particular line itejms and the dollar 
amount of those line items from* firm's financial statements for a given reporting period. 

D - Repon ses to Item 8 In Detailed Action re claim 7, "intervals'^ I 

^ Item ft aaim 7 (method of claim 1), a$ "iirst intervar and ""second inter^ar not deftned in 
specffication. 

To claim 7 add "such as in the case evaluation metrics evaluate a change in the value of 
an a filter ratio in comparing the value for last time period time of a multi period interval 
to the value at first time period of that fnten/aL" 

I 

E - Respon se to Items 10 in Detailed Action re craims 1 and 22^ 
distincthf claiming Ssblect matter 

i 

Item 10. Claims 1 and 22 rejected under second paragraph (JSC 112 

Revision to claim: | 

A metfiod of evaluating holdings of a portfolio by identifying a set of evaluation metrics 

used in evaluating each holding wherein the evaluation metrics are filter ratios (typically 

with both the numerator and denominator metrics in a dollar amounts) that each filter 

ratio has value; determining for each holding the value of at least some of the filter ratios 

so as to rank or position within the portfolio for each filter ratio wherein dach ranking or 

position is based upon the holdings' values detemfiined for each filter ratto; assigning a 

filter ratio positional score based on stack rank or proportional penetration of the values 

range across all holdings; generating an overall score for each holding of the portfolio 

based filter ratio positional scores that are assigned to that holding and Calculating, for a 

each holding, an overall score for each period of the time interval (for example, fbr'each 

of 12 quarters of a multi quarter, three year time interval), so that the rejative strength of 

that holding is shown over time such that the trends and / or Inflectiwi points. 

I ■ . ■ ■ =: 

Revision to claim 22: | * 

A method of evaluating a security against holdings of a background portfolio by 

generating an overall score in a "one-ofT' basis for a single security which may or may 

i . . ... 
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not on the background portfolio wherein the overall score (and scores by time period so 
that the relative strength of that security is shown over time such the tinends and I or 
inflection point are shown) is based upon its evaluation metric positional scores on a 
stack rank or proportional penetration basis to show its strength relative to hokJings in 
the background portfolio which functions primarily as a standard against which the 
security is measured in computing the overall score of that security and 
the background portfolio typically comprised firms in an index such as firms comprising 
the S&P 500); use of "slotting" process to reduce computabon time espjecially In the case 
of a non-holding security a slotting as its positional scoring can be determined 
wittiouttfie requirement to expand the background portfolio to include the non-holding 
securify which is being evaluated. | 

G - Response to Items 11 through 16 in Detailed Action re. 'the values" 

I 

ItemJl' Claim 1 n^cites limitation "the values" (for each hold of the holdings) in line 5 
insufficient antecedent basis 

IJmJl. Claims 1 lihiitation "the values*" (of at least some of the evaluation metrics) 
in line 9, insufTicient antecedent basis ! . 

Item 13. Claim 22 recites limitation 'the values" in tine 7 (determining values offmancial 
. meMcs for each of the background), insufficient antecedent basis 

tf®^ Claim 22 recHes limitation of value" limitation in line 12 (cietermining for 
each of the background portfolio holdings the value of at least). Insuffkiknt antecedent 
basis ■ ! 

i 

ItmJL. Claim 22 r&cites limitation "the values" in line 24 (determining the values of 
financial metrics for the holding to be evaluated against the backgmundportfolio 
holdings) insufficient antecedent basis 

Itemje, Claim 22 recites limitation 'the values" in line 26 (determining tor the holding to 
be evaluated the values of at least some of evaluation metrics). insufTicient antecedent 
basis ■ . \ 

t 
I 
! 

As covered in section Filters on p. 27 of the Schwarz-Pines application the term 
-value" refers the value of a given filter ratio (0PERF5A Filter) for which'the numerator 
metric is typically the dollar amount of a financial line item (taken from aiflmt's financial 
statements) of particular interest and the denominator metric is typically |a dollar amount 
of a financial line item (also taken from a firm's financial statements) witl]! the latter 
sen/Ing as weighting factor to reduce biasing the final ratio due to the si;^ of the firm/ 

I 

For example, one OPERRA filter ratio consists of Net Cash divided by LTTD (long term 
debt) so that this filter reflects the dollar amount of Net Cash is relative t(i© dollar amount 
LTD so that large firms are not artificially rewarded receive higher filter r^o value) 
simply because of their size. \ 

i 

! 

I 

G - Response to items 19 In Detailed Action re Claim 1, GeneratinqioveraH Scorn 



PAGE 4I17'R(M)AT9/2» 3:36:54PM [Eastern Dayfi^^^ 



Best Available Copy 

PSI EIC Fax:908-561-2674 Sep 25 '07 15:51 P. 05 



Robinson under "A Procedure Used to Establish Objective Function' {ci7 / line 10), are 
sub sections '1 .Standardization of Units (at 8 208-1)" and "2, Degree of Importance of . 
Factors" which is an entirely different approach OPERRA. Using lineaiiprograijiming 
Robinson ranks holdings based on a particular metric such as earningsi per share to 
suggest changes in an existing portfolio .For a given holding, OPERRA calculates 
overall scores as of ach period of the time interval as well as the values of a particular 
Filter so that changes over time highlight infection [points at which time the holding 
witnessed a major change (for better or for worse) in financial strength.! Rdblnson does 
not calculate or show times series values and related inflection points f6r any holding. 

OPERRA gives overall score for given holding or security by summing ^nd effectively 
averaging the strength of all filters based on the positional score of each filter as derived 
from the value of a fitter relative values of that filter for holdings comprising the portfolio. 

The strength of an OPERRA Filter for a given holding or security is measured by the 
value that firm's filter with respect to its a) stack rank relative to the valije 
compared to the values for that filter for other firms in the portfolio) or bj the proportional 
penetration of holding or security with a range of values bounded by the most extreme 
two values of all firnis in the background portfolio; see Schwarz-Pines Application p. 41 , 
lines 17 to 33 and p. 42 lines 1 to 3 of Application I 

OPERRA does ask the user to select features^ input constraints or set minimum 
levels as OPERRA not designed to maximize a portfolio valuation. 

i 

H - Response to Items 20 and 22 in Detailed Action re Claim 2 andl4w 
Positional Scorinff | 

Item 20, Re claim 2 Robinson teaches method in claim 2 (a method ofcfaim 1). 
Robinson teaches generating overall score via average of positional scores (Rob c7/29 
- 45) under "A Procedure Used to Establish Objective Function'' and the last paragraph 
Of its sub section ''I. Standardization of Units (at 8 20&'iy'' wherein ariy dollar figure is 
divided by current stock price, compute arithmetic mean for each of the \(four) variables 
for afl candidate stocks and then standardize using one of the factors \ 

OPERRA gives overall score {actually overall scores overtime) for giveh Holcfing. 
OPERRA does not rank or score a portfolio or attempt to produce a maiimum portfolio 
OPERRA does this with so without relying on any externally gathered ratios, rating 
indloes, past or projected growth rates 

Using linear programming Robinson ranks holdings based on a particular metric such as 
earnings per share to suggest changes in an existing portfolio For a givjan holding or 
security, OPERRA calculates an overall scores for each period of the tiitie interval to 
highlight trends and the timing of infection points.. Robinson does not calctdate or show 
times series values and related inflection points for any holding 

OPERRA gives overall score for given holding or security by summrng s(nd effectively 
averaging positionai scores of its fitters; tlie score for each filter for a givien holding or 
security based on the strength of each filter (ratio) value relative to the values of that 

filter for all holdings comprising the bad^round portTbiio. 
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For a given holding or secunty, OPERRA measures the strength of eadh it's filters by the 
filter's stack rank (Schwarz-Pines application p. 41, lines 17 through 25) or by its 
proportional (percentage) penetration of the range of values for particuljar filter acroes all 
firms In the portfolio (Schwarz-Pines application p. 41, lines 26 through 39). Proportional 
penetration does not use the ranking of filter values 

The OPERRA proportional penetration formula is "(Holding's A's Filter value - Lowest 
Filter value in portfolio) divided by (Highest FiJter value in portfolio ~ Lowest Filter value 
in portfolio" assuming a higher filter value indicates higher finance strerigth-. See 
Schwarz-Pines application p. 41 6 line through p. 42 lines line 3, ] 

ft0m 22, Re claim 4, Robinson teaches method in claim 1, Rob teaches ranking by 
overall scores (Rob c9/40- 67 and c10/ 1 - 12) and generating overall positional 
score based on holding's overall score ranking (Rob 010/1-^12) bases on overall 
positional scoring. 

OPERRA ranking / scoring is based on stack ranking or proportional peinetration See 
Schwarz-Pines application p. 41. lines 17 to 25» page. 41, line 26 throubh and p 42 
lines 3. 

Item 23, Re claim 5» Robinson teaches method in claim 4 Rob teachesl overall positional 
score threshold and Identifying each holding below threshold {Rob c6 /i29 - 41) 

The Robinson system automatically allows user to demand any specific features to 
produce a portfolio which maximizes the valuation subject to "constrain^" using linear 
programming to maximize the objective funcGon. 

OPERRA is not designed to select firms for a portfolio or to produce a R'ortfolio of 
maximum valuation or to deal with any constraints. Rather, the OPERRA method 
performance measures/ ranks / scores a holding or security over time against a user- 
selected portfolio of firms, such as those comprising the $&P500 index, which serves as 
the standard against which the target holding or security measured oveir time. That 
produces an overall score for that holding or security by effectively averaging 
either stack rank or positional penetration scores for all viable filters for ttiat holding or 
security wherein the score for each viable filter initially derives from derives from filter 
(ratio) values. i 

! 

I - Response to Items 33 and 34 in Detailed Action re Claim IS andilfi 
Cumuratlvc Economic Profit ; — ' 

Item 33 . Re claim 15 (one financial metric indlGetiv9 of cumulative eooniimiG ptX)mover 
given period of time). Robinson teaches method in deim 1 and one financial metric 
which is indicative of holding's cumulative economic profit over given time period (c3/45 
-67arKtc4/1 -5) ' 

11^34. Re claim 1$ (cumulaffve economh prom accounts for special ckarge), Robinson 
teaches method in claim I5.and also teaches that holding's cumulative economic profit 
financial metric accounts for special charges taken during given time period (c3/45 - 67 
■ and 04/ 1-5) 
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Wrthin the Financial Metrics section of the Schwarz-Pfnes appflcation, starting at the 
t)ottom p.16. rs a description of "The OPERRA Economic Profit (Cumulative ECOP) 
Metric::" which continues into p. 20, Cumulative ECOP is primarily deri\;ed from a) 
changes the dollar values of specific Balance Sheet accounts over a Elected time 
Inten/al and b) the addition of cumulative Dividends paid or declared oyer that interval. 
Despite the fact that Cumulative ECOP is not derived from P&L figures; this OPERRA 
metric reflects so called special, non-necurring and other non-operatingj charges that 
reduce Retained Earnings. And relative to the traditional approach of reducing reported 
net income to account for special charge and the like. Cumulative ECOIp Income more 
thoroughly reflects events with a negative economic impact and minimises the timing 
effects of P&L recognition. 

In contrast to conventional methods of detemiining economic profit, the! OPERRA 
Cumulative ECOP metric was explicitly designed not to rely on any P&L figures (as 
these figures most subject manipulation by public fimns attempting to mianage reported 
earnings). Thus, the OPERRA Cumulative ECOP metric does not take the reported Net 
Income figure for a given period and reduce it the amount by the after-itax effect of 
various special and non-recurring charges (shown in the P&L for that period) to derive 
Cumulative ECOP. ' 

At no place within lines c3 / 45 - 67 and c4/ 1 -5 In the Robinson paterrt (or anywhere 
else in that patent) is cumulative economic profit defined. Rather the Rbbmson patent 
rather simply lists (c3 / line 45 through c4 / line 5) a number common P&L, Fund Flow , 
Balance Sheet related ratios and line Items and a very general descriptbr "capital and ' 
equity structure": 

J - Response to Items 35 and 36 In Detailed Action re Claim 17 and 19. 
Elements Shareholc^er Equity 

It^m 35, Re cfaim 1 7 (the ffnanolal metrics induce a series of metrics ttiat aggregate to 
equal holding's total shareholder equity at given period of time), Robinson teaches 
method in claim 16 and financial metrics that include a series of metrics that aggregate 
/f s holding's total shareholder equity at given point in time ((c3 /45--67 and c4 

item 36 Re claim 19 (financial metrics dissect total shareholder equity at a point in time 
into organic shareholder equity and unearned shareholder equity nietrids). Robinson 
teaches method in claim 1 wherein financial metrics include plurality ofipetrics that 
dissect holding's total shareholder equity at given point in time into organic equity and 
unearned shareholder equity financial metric (c3 /45 - 67 and c4/ 1 -5^ 

mh respect to shareholder equity, nowhere does the Robinson define 6r differentiate 
between organic and un-eamed equity portions of total equity as does the Schwarz- 
Pines application, p, 1 1, lines 7 through 15. 

I^m 37 Re claim 20, Robinson teaches method in claim 19 wherein organic 
shareholder equity reflects ail business activities less cumulative dividends declared 
over holding's life net capital from sale or redemption of stock (c3 / 45^-67 and o4/i- 
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The Schwarz / Pines application, p. 10, lines 4 through 9, defines organic shareholder 
equity as "The portion of TSE generated from ECOP less Dividends paib by the flmi over 
the life of the firm. The OSE portion of TSE reflects all of the business activities of the 
enterprise less cum. Dividends declared over the enterprise's life less niet capital mised . 
from sale/redemption of stock" 

The paragraph p. 1 S line 5 through 14 in the Schwarz-Pines appiicationi read "Before 
OPPERA can use the preferred approach to detennining Cum. ECOP, ft must first 
analyze a Firm's Shareholder Equity (labeled as Total Shareholder Equity or rTSE*). 
TSE is comprised of two basic components: ''Unearned Shareholders Equity" VuSE") 
and "Organic Shareholders Equity" ("OSE"). The USE portion of TSE represents the 
cum. Net capital raised from safe and repurchase of common shares over the 
enterprise's life (which is cumulatively reported). The OSE portion of TSE reflects ail of 
the tHJsiness aclivltios of the enterprise less cum. Dividend declared over the 
enterprise's life. As discussed below, there are several approaches to calculating Cum. 
ECOP. In the preferred approach, OPERRA derives Cum. ECOP as th4 change in the 
dollar level of Organic Shareholder Equity 

At no place within lines c3 / 46 - 67 and c4 / 1 -5 in the Robison patent (or anywhere 
else in that patent) does Robinson define cumulative economic profit. Riatherthe 
Robinson patent rather simply lists (c3 / line 45 through c4 / line 5) a number common 
P&L. Fund Flow, Balance Sheet related ratios and line items and a very general 
descriptor "capital and equity structure": 

K - Response to Items 37 and 36 in Detailed Action re Claim 21, Amount of Cash 

Item 38 Ro clafm 21, Robinson teaches method in claim 1 wherein one financial metric 
for determining amount of cash that holding would have had at end of interval assuming 
no change in total debt and no net cash from sale or redemption of stock (03/45 - 67 
and c4/1 -^5) 

The OPERRA definrtion for onganic cash is given on p. 10 lines 1 - 2 of the application 
as" At the end of a «me period, the level of Cash and Equivalents less a|l Debt and less 
Unearned Shareholders Equity" with the advantage, as stated p. 27 lines 10 through 16 
in the application that this cash metric avoids relying on the validity reported earnings on. 
which Cash Flow statement r^sts. 

At no place wfthin lines c3 / 45 - 67 and c4 / 1 -5 (or anywhere else In the Robison 
patent) does Robinson describe organic cash; rather the Robinson pateht simply lists (c3 
/ line 45 through c4 / line 5) a number common P&L, Fund Row . Balance Sheet related 
ratios and line Items and a very general descriptor "capital and equity stijucture": 

Respectively. Rich Schwaiz ! 
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Section il - Responses to selected items in Detailed Action 

Abbreviated descriptions of Patent Examiners position In red itafics. 
ItaniiJOorrected drawings 

As covered in an earlier conversation, Rich Schwarz and Brad Pines reoueat orodutrtion 
new drawings to eliminate Improper shading be made at a future date.^ production 

mi!!?«"„!fLL^^^^^^ Jo^sWeration that a) such eliminations are not needed to 

understand either the aspects of the claims to which the Patent Examiner has rafead 
obiections or rejections or the Schwarz / Pines responses in addressing Sions 
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or rejections and b) the immediate and substantial tinie and cost that would be involved 
to eliminate shaded areas on the designated drawings 

Itpms 3, 4 and 5. Objections addressed in sec^ m of Scnwarz-Pines 'msponse 

^' 5^"!f ^ ("^^^^^ "^^"^'^"^ (method of claim S), end 31 (method of claim ■ 
28), as tune domain especfand 'financial attribute aspacfnot denned 

See Schwarz-Pines application (covering the methodology called OPERRA) section 
•Filters' , p.27 through 29. . . 

Each of the OPERRA filter ratios has a time-domain aspect and an attribute aspect 
Each filter ratio is grouped into one of three different time-domains. "Level" (filter ratloe 
evaluate a ratio that exists a particular slice of time) '■Flow"(filter ratios evaluate a 
cumulative change that has occurred during an interval of time) and "Change" (filter 
ratios evaluate how much the value of a Level-type filter ratio has changed at later 
period of time in relationship to an earlier period of time). Each filter also has a financial 
attnbute aspect which is derives from the nature of the particular line items and the dollar 
amount of those line items from' firni's financial statements for a given reporting period. 

iSsniA. Claim 7 (method of claim 1), as first interver and 'second interval' not defined 
in specincation. 

To claim 7 add "such as in the case calculating a change in the value of an a filter ratio 

L'L?^J"P^""S| *"® P^O^ t'f"® of a multi period interval to that for the 

first time penod of that interval .* 

Item 10. Claims 1 and 22 rejected under second paragraph USC 112 
Revision to claim; 1 

A method of evaluating holdings of a portfolio by identifying a set of evaluation metrics 

"^'"^ wherein the evaluation metrics are filterratios (typically 

with both the numerator and denominator metrics in a dollar amounts) that each filter 

11 L f ' "^L"^' <letenmining for each holding the value of at least some of the filter ratios 
. so as to rank or position within the portfolio for each filter ratio wherein each ranking or 

position IS t>ased upon the holdings' values detemfiJned for each filter ratio: adsignii^ a 

°P ^^"^ '^"'^ or proportional penetration of thivaiSi 
hoin ?S r '^'^'J"9s; generating an overall score for each holding of the portfolio 

each holding, an overall score for each period of the time interval (for example for each 

12 quarter a multi quarter, three year lime inten/a().so that the relative stiengfh of that 
holding IS Shown over time such that the trends and / or Inflection point^ 

Revision to claim 22: 

A method of evaluating a security against holdings of a background portfolio bv 

SS'on J!!? k" 'T'^" « «®^rity whfch: may or may 

not on the background portfolio wherein the overall score (and scores by time period so 
that the relative strength of that security is shown over time such the trends and / or 
tnn©ct.on pojnt are shown) io based upon Ite waluallun rnetdc positional scores on a 
stack rank or proportional penetration basis to show its strength relative to holdings in 



.2; 



PAGE1(V17'RCVDATra07 3:36:54 PM [Eastern Daylight Tiine]'SVR:USPTO{FX^^^^^ 



PSI EIC Fax:908-561-2674 Sep 25 ' 07 15:54 P. 11 



the bacl^ound portfolio which functions primariiy as a standard against which the 
secunty is measured in computing the overall score of that security and 

ft« Ifp^^^.!^'^'^'^ S'^'^f comprised firms in an index such as firms comprising 
the S&P 500) use of slotting' process to reduce computation time espedally in ttie 
of a non-hoWing security a slotting as its positional scoring can be detemiined 
without the requirement to expand the background portfolio to include the non^hoWIno 
security which IS being evaluated. . ""a 



Claim 1 recites limitation the values'' (for each hold of the holdings) in line 5 
insufficient antecedent basis 

It^mJZ Claims 1 {imitation 'the values'(of at least some of the evaluation metricsy 
in tine 9. Insufficient antecedent basis '/'««'iw>/. 

toJi Claim 22 recites limitation "the values" in line 7 (determining values ofFmandal 
. metncs for each of the background), insufficient antecedent basis °'"nanaai 

MtlM. Clairn 22 recites limitation of "the value" limitation in line 12 (detenninina for 
?asfe *acAsfrt)t//7dportfc//o holdings the value of at least)JnsufRcient antecedent 



MaJA Claim 22 recites limitation "the values' In line 24 (determining the values of 
financial metrics for the holding to be evaluated against the backgmund portfolio 
holdings) insufficient antecedent basis upuiuviio 

S^«221Sf ^ /ec/?es //m/Jato/> "the values" in line 26 (determining for the holding to 
fie eva/waf«/ the values of at least some of evaluation metrics), insufRc^nt antecedent 



As covered in section filters on p. 27 of the Schwarz-Plnes application the term 

1^ ? ^ (OPERRA Filter) for which'the numerator 

metnc is typrcally the dollar amount of a financial line item <taken from a fim's fiSai 
Statements) of particular interest and the denominator metric is ty^ll? a^oLr amourt 
of a financial line item (also taken from a firm's financial statements) with the X 
serving as weighting factor to reduce biasing the final ratio due to the size of the firm/ 

Swf^^TSlS'thrAj^^'^^^'if °^ Net Cash divided by LTD (long term 

f ?K .Sf. '^^^ °f Net Cash is relative the dolla? ar^Junt 

L^m^^^jjns a. not artificially rewai^ed receive higher mer ratio valuer""^ 



Item 19. aabn 1 
Revision to dalm 1 



A method of evaluating holdings of a portfolio by identifying a set of evaluation metrics 

wrth both the numerator and denominator metrics in a dollar amounts) th^ eachfS? 
ratio has value; detemninlng for each holding the value of at least Si^lhe fiter rSlos 
llSl'' '^^^ or position Within the portfolio for each filter ratio wher^n eai Sio Ir 
powtoon .« based upon the noioings' values determined for each filter r^c?aSSnli?ge 
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?,"u ^^^'^ ^^^"^ '^""^ proportional penetration of the values 
range awoss all holdrngs; generattng an overall score for each holding of the portfolio 
based fiHer ratro positional scores that are assigned to that holding and calculating for a 
each holding, an overall score for each period of the time interval (for example, for each 
12 quarter a multi quarter or three year time inteival). so that the relative strength of th^t 
holding IS shown over time such that the trends and /or inflection points. 

identifying holdings comprising portfolio, Robinson teaches c5/46 - 57) 

Robinson under heading "Identify Characteristics', first paragraph, user (investor) 
considers desired characteristics such a rate of growth, second paragraph decide 
SSSdo? ^^^^ ^pd iiMrd paragraph amount to be invested In each stock . In contrast 
OPERRA users select a background portfolio wniraw, 

identifying financial metric for evaluating holding (Rob 05/38 - 45) 

With OPERRA, all 62 financial metrics (Filter Ratios) required are defined In oaaes 31 
through p. 39 of the Schwan..Pines application may be residentin the system irttif 
user need to select all the important characteristics of stocks such as rate of eaminos 
growth and performance rankings from advisory services he thinks Important 

Schwarz-Pines uses traditional and proprietary variables with the latter indudina 
Cumulative Economic Profit and Organic Shareholder equity. 

Identifying set of evaluation metrics for each holding (Rob 06/29 - 41) 

'^S'?'? Robinson allows user to demand specific features of 

hcs portfo 10 such dividend as a percent of total capital invested, overlay portfolio 
oonstrainte and set limits. OPERRA does ask the user to select featui^^pS 
constraints or set minimum 

generateing overall score (Rob c8/24~ 32) 

OPERRA gives overall score for given holding or security by summing and effectively 

averaging fte strength of all filters as a function of the piitional scorS of each 

Jases on from stack rank or positional penetration of the value for that filter in relation to 

^."If ^ ^"If' ^"^ P°^"<*>- Using linear progS^^mJfg £oSn 
ranks holdings based on a particular metric such as earnings per share to sugger^ 
changes in an existing portfolio id suggest 



Items 20 through Per claims 2,3,4.5 and regarding overall score 
and positionaf scores <«'^ors 

Robinson under «A Procedure Used to Establish Objective Function" (c 7 / line 10) are 

?^J^1ll2^'^''''^'r'^^''^ '^"'^^ « 208-1)' and -2. Degree Of lmpo^n4 o7 
p«2n^« which IS an entirely different approach OPERRA. Uslr^^linear prxwramr^ 

S?i^S?;^'f ^"^""^^ °" ^ P^'*'^^'^^ "^^"^ such as elmlngs S?shS^S^to 
suggest changes in an existing portfolio .For a given holding. OPERRA Sculati 
«»v©rall scores for of each pertod of tne time Interval as v^ll as theVBl^ofir 
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telS ^''^P ^""^ P0f"ts at Which time the 

^^^^ « "l^Jor <^an9e (for better or for woree) in financial strength 

anTl?olS;;,g^ """"'"^ °^ '"'^^ ^^'^^^ points for 

^'^Z' ^ Siven holding or security is measured by the 
value that firm s filter with respect to its a) stack rank relative to the value ^ ""^ 



See Schwarz-Plnes application section " Filters ". p,27 through 29. 

Eachj)f the OPERRA filler ratios has a time-domain aspect and a financial attributp 
aspect. Each filter ratio Is grouped into one of three diff^Tent tirniJoS -Le^^ffiit«r 
ratios evaluate a ratio that exists a particular slice of time) W^KL^^Li^^ 
cumulative change that has occurred during an interval o tirT^eTanrChln^e- ^fi^^ 

penod of time in relationship to an earlier period of time> Farh Firtor oie!rK~ * • . 
attribute aspect which is deSves from the SeS ^e SaM n^ 
amount of those line items fR>m' fimi's financial stafemeK a ^v^^^^^^^^^^ 

!Mn33. Recl^m 15 (one financial metric indicative of cumulative economic nmm rsu^r 
g^en penod ofVme)._Robinson teaches method In claim 1 aZln^fm^Si 

^mJ4- Re claim 16 (cumulative economic profit accounts for special cftam«) Rnhm^^n 

^^^9^ "^^^^^ Schwarz.Plnes application, gtartina at the 

b^m p.ie. ^ a description of The OPERRA Economic PrSt rcur^ulaJwHEcJ^P^^ 
Metnc::- which continues into p. 20. Cumulative ECOP is priK SedfrlST 
changes the dollar values of specific Balance Sheet acSES a SS^rSi 

n, to conventional methods of determining economic profit the OPERRA 

t^^"^"'^'^'"! "^tr """" ^^^•S"^^ not to reS on^?ny P&L^u^s 

these figures most subject manipulation by public fimis attlmpting^amarSg^rted 
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earnings). Thus, the OPERRA Cumulative ECOP metric does not take the reported Net 
Income figure for a given period and reduce it the amount by the after-tax effect various 
special and non-recuning charges (shown in the P&L for that period) to derive 
Cumulative ECOP. ' ^<ivw 

At no place within iines c3 / 45 - 67 and c4/ 1 -5 in the Robinson patent (or anywhere 
ela« in tfiat patent) is cumulative economic profit defined. Rather the Robinson patent 
rather simply lists (c3 / line 45 through o4 / line 5) a number common P&L Fund Flow 
Balance Sheet related ratios and line Kerns and a very general descriptor "capital and' 
equity stnjcture ; ^^t^oi ana 

IMlMtfWtM^Re Claims 17. 19 and 20 covenng total shareholder equity and 

■ JnnZlf/^f,^J % '^''^'^f " ^^^"^^ ^'"^"^"^'^l '^^^ tote/ Shareholder 

3S^cf J^J Shareholder equity and unearned shareholder equity 

T^i^^^^""^ feac/,es mef/^ocr in claims 15, 1 and 19wherein financial metrics 
sndct/ ll) ° "^^^"^^ ^^^^ holding's total shareholder equity (c3/45 - 67 

Whth respect to shareholder equity, nowhere does Robinson not define or differentiate 
between organic and un-eamed equity portion of total equity. '«ren»aie 

tela. Re claim 21. Robinson teaches method in claim l wherein one financial metric 
ZrtlT-JfT^"^!°^'''' r/,a^ /7o/tf«7g would have had at end oflXZT^umt^^ 
andc4/llV)' "° ^^^"^ ^"'^ °^'«'^e/77ptfon of stock (c3/45-67 

The OPERRA definition for organic cash is covered on p. 10 lines 1 - 2 and oaraaranhs 
from p. 27 lines 10 through 16 in the application. '"^^i-i ana paragraphs 

i5ir.°R?K°S "^^^M ''"^"^ ' "^^r 67 and C4 / 1 -5 (or anywhere in the Robison patent) 
does Robinson descnbe organic cash; rather the Robinson patent simply lists /c3 / line 

fL*^S'2l^'''7^^^""'"'^'f^"'°'^P*'-' ^^^^ ^^o^' Balance Sheerr^^SSs 
and line rt»ms and a very general descriptor "capital and equity stmcture": 



Item ^g. «e c/a/m 22, Robinson teeches 



- Evaluation of holding against holdings of background portfolio 

1' Identifying holdings comprising background porttblio (c5/45^ 57) 

%?1^64T '"formation for each background portfolio holding (c3/13 -67 and 

3- Identifying financial metrics in evaluating background portfolio holdings (c5/38 - 45) 
^Determining the values r^ financial metrics for each background holdings (c6/24 - 

sydontifyina <^vof»at/on owft/o*- «et for me noioing and for background holdings (c6/ 29, 
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m^i^^^'/g ^ir" ^^''^^'■^""^ ''^'"^ °^ '^^^ ^ome. of the evaluation 

L'n^?!^!!?^^^'^ 6ac/fgro«/7(y holding for each evaluation metric wherein evaluation 
ranhng ofg,ven metno ftased on values determined for that evaluation metr%^7/-45 ^ 

^ Assigning an evaluation metric positional scorn to each background holdina (that has 
background holding's raking in evaluation metric (c7 / 45 - 64) 

9- Generating overall score for each background holding wherein overall score based 
upon evaluatK^n Metric's positional scores assigned to that backgZn7holdfng^t^25 

lackZndl^^^^^^^^^ 

metri!^(T'Z%)^^^^ "^'"^ ^''^"^^^ ""''"^ "^^^ o''^ «v.a/«affon 

Markese teaches detennining evaluation metric positional score (for each evstu^unn 
mebic value) by comparing holdings metric value again Jt SaSn 
<^e^>w.ned by background portfolio holdings forthe^mJctftlS^ocS"^^ 
t^foh,ngs Robmson and Markese to Compaq the holdings of thehvopom>^Tasto 

valuation of each stock subject to ''constraints" he specifies - usSnear^loS?mm^^^ 
to maximize the objective function. Some variabres S^rnateir<^laSrvrS ^ 

Snfte ^i:^.^^^*^'^"'"^* t° quantftative valuaUoSs ?S?«^7enis in 

units of measurement prevent adding them together as necessarv for comhinfn«^,2« , 

standard unit of evaluation based on the stock price to derive fiaurea of nw tr.!II?K 
are attached weighting factors to establish degree of YmportanS r^ 

valuation from available capital (the optima portfolio) subject tt,e uSri^«™^^^^^^^ 

In contrast. Schwarz measures the fundamental strength with an overall Beor« *rf = 
pubHc firm, the target firm, relative to a gnjup firms which v^ l^?m^-^Z^.nH 
portfolio" using 62 Filers. This portfolio ?ouldVfor1^^. fi^s*4mS^^^^ 
SOO^nd sen/es as our method's standard of rneasureme^Cs tS KSJld 
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SchwarzPines does deal with capital constraints or safety and makes no attempt to 
produce an optimal portfolio of any sort. 

OPERRA gives overall score for given Holding by summing Intra-Filter Positional Scores 
of its Filters with Filter strength measured by the firm's stack rank or by its proportional 
penetration of the range of values for all firms in the a pre-selected Bacl^round portfolio. 
The individual holdings) of the Background portfolio collectively serves as the standard 
of measurement against which a single fimi / holding Is measured overtime. OPERRA 
does not the aggregate risk / reward or attractiveness of this portfolio or purport that the 
Background portfolio has in any way been generated or optimized not the result of some 
stock selection process OPERRA does measure aggregate portfolio performance, 
selects stock or stock weightings to produce an optimal pcwtfolios or compare the 
attractiveness of one portfolio to another 

Robinson does not use proportional penetration in scoring or the OPERRA concept 
background portfolio as a pre-selected measurement standard. Markese has ranking 
system which, based on overall portfolio risk adjusted returns and other factors, 
compares the ranks portfolios. Thus, one could combine Robinsons teaches to select 
and weight holdings that produce an optimal portfolio(s),rank these portfolios using the 
teachings of Markese and to compare the holdings of one portfolio another. This Is 
important but not the function of evaluating the fundamental strength a holding 
over time as done by OPERRA. 



Item 43. Per cfaim 22 



Revision to claim 22: 

A method of evaluating a security against holdings of a background portfolio by 
generating an overall score in a "one-off" basis for a single security which may or may 
not on the background portfolio wherein the overall score {and scores by time period so 
that the relative strength of that security is shown over time such the trends and / or 
inflection point are shown) is based upon its evaluation metric positional scores on a 
stack rank or proportional penetration basis to show its strength relative.to holdings In 
the background portfolio which functions primarily as a standard against which the 
security is measured in computing the overall score of that security and 
the background portfolio typically comprised firms in an index such as firms comprising 
the S&P 500); use of "slotting" process to reduce computation time especially in the case 
of a non-holding security a slotting as its posttional scoring can be d^ermlnod 
without the requirement to expand the background portfolio to include the non-holdlna 
security which Is being evaluated. ^ 

{^^(^ f cfe//n 35, Robinson and Markese claim 22. Rob teaches one fmanciQf metric 



is indicative of holding's cumuiative economic profit over given period of time (c3 /45^ 
67 and c4 / f — 5) 

Item 57. Re claim 36, Robinson teaches claim 35. Robinson also teaches that 



cumulative economic profit financial metric accounts for special charges holding 
May have taken during a given time period (c3 / 45 67 and c4/1~ 5} 
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Item 58. R e claim 37. Robinson and Markese teach claim 22 Rnhmf^nn .^fi^nf^f: nf H 
financial metrics aggregated to equal total shareholder equity at a point in time (c3/45- 
67dndc4/1^5) 

Item 34, Re claim 16 (cumulative economic profit accounts for special charge), Robinson 
teaches method in claim 15. and that holding's cumulative economic profit financial 
metric accounts for special charges taken during given time period (c3 /45-67 and c4 



At no place within lines c3 M5 - 67 and c4/ 1 -5 (or anywiiere in the Robison patent) Is 
cumulative economic profit defined; rather the Robinson patent rather simply lists (c3 / 
line 45 through c4 / line 5) a number common P&L, Fund Flow , Balance Sheet related 
ratios and line items and a very general descriptor "capital and equrty structure": 

Within the Financial Metrics section of the PSI application, starting at the bottom p. 16. is 
a description of **The OPPERA Economic Profit (Cumulative ECOP) Metric:" which 
continues into p. 20. Cumulative ECOP is derived from a) changes the values of specific 
Balance Sheet accounts (most partrculariy Retained Earnings) over a selected time 
Interval and b) the addition of cumulative Dividends paid or declared over that interval. 
Thus, despite the advantage of that that Cumulative ECOP Is not derived from 
(dependent on the validity of P&L figures), this OPERRA metric reflects so called 
special, non-recun^ing and other non-operating charges that reduce Retained Earnings, 
And relative the traditional approach of reducing reported net income to account for 
spedat diarge and the like, Cumulative ECOP income more thoroughly reflects events 
with a negative economic impact and minimizes the timing effects of P&L recognition. 

In contrast to the conventional methods of delemiining economic profit, the OPERRA \ 

Cumulative ECOP metric was explicitly designed not to rely on any P&L figures (as j 

these are most subject manipulation by public firms attempting to manage reported i 

earnings). Thus, the OPERRA Cumulative ECOP metric does not talce the reported Net • 
Income figure for a given period and reduce it the amount by the afler--tax effect of 
various special and non-recun^ing chatiges (shown 



Item 59. Re claim 39, Robinson and Marl<ess teach claim 22. Robinson further teaches 
plurality of financiai metrics that dissect total shareholder equity into organic and 
unearned (c3 /4S~ 67 end c4/i ^ S) 

Such is not spedfled by Robinson, patent just lists of random variables w/o formulae 

Item 61. Re I daim 41, Rob and f^arkese teaches daim 22. Rob financial metric for 
amount cash would have had at end of time inten/al had there been no change on total . 
debt level and no net cash from stock transactions (c3 /45'^ 67 and c4/1 - 5) 

Such is not specified by Robinson, patent just lists of random variables wiffiout fbnnulae. 
Respectively, Rich Schwarz 
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